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March 2004
To: State and County Plan Members

From: AnnaJ. Sullivan, Director
Nebraska Public Employees Retirement Systems

We havefaced many changesthisyear in the State and County Retirement Plans. First, we had nearly
one-third of the membership elect to join the new Cash Balance benefit effective January 1, 2003.
Also, al new membersto the State and County Plans are required to be enrolled in the Cash Balance
benefit. Theresult of thischangelong term will be declining enrollment in the Defined Contribution
benefit within these Plans. This does not mean servicesto Defined Contribution memberswill change
or declinein any way. Infact, through our partnership with AmeritasLife Insurance, we have strived
for improved access for membersto monitor their retirement accounts. Members can use the web to
set up accessto review, change investments, allocations or monitor performance. If you have not set
up access to your account and would like to, please call NPERS if you need assistance.

The second change this year was the implementation of an asset charge of 10 basis points by our office
in order to fund our office expenses. There were a couple of reasonsfor this change. First wasthe
declineinforfeiture dollars due to a shorter vesting schedul e adopted by the L egislature in 2002.
Members now vest (qualify for State/County employer matching dollars) after two years of Plan
participation rather than the original five year vesting. The portion of our office expenses attributable
to the State and County Defined Contribution benefit has always been funded by theseforfeitures. So,
thedeclineinforfeitures hasimpacted us greatly. The change also to implement the Cash Balance
benefit means all new employeeswill be enrolling in the Cash Balance benefit and so the forfeitures
generated must be used exclusively for the Cash Balance expenses.

We have been greatly pleased by the market turnaround in the past year or so. All of you who have
some of your fundsin our various stock funds should be seeing arebound in the value of your funds.
Keep in mind the nature of the markets and theinherent volatility you will experience. Your focus
should befor thelong term and keeping your fundswell diversified (not having all your fundsin*one
basket”) will avoid extreme fluctuationsin the value of your funds.

Itisagood timeto remind you to sign up for one of our retirement or planning seminarsthisfall.
Also, please consider enrolling in our voluntary Deferred Compensation Plan (DCP) to set aside
additional fundsfor retirement. Under current law, you can contribute aslittle as $25 per month to
DCP or as much as $13,000 in 2004.

In the coming year | urge you to do some personal planning for your future. Do not put it off!
Tomorrow may betoo lateto start building anest egg for yourself and your family.







TABLE OF CONTENTS

| nvestment Basics

Build aSecure RELIUIEMENE .........coiiiiie e 7
Common Investment PrinCipleSto LIVEBY .....cccovvrieiiieeeceee e 9
Dollar COStAVEIAQING ....ccveeiieeiieeiee e eiee et siee e et sse e e e sreeenes 10
ASSELAIIOCELIONS........eeeeee e 11
Pre-MIiX@A FUNCS ... 12
Risk REIAE O REIUM ..ot e 13
MOre on DIVErSIfiCaION .......cceeviiiieee e 14
YOUATE IN CONLIOL ...ttt et 15
What Ar@ The OaUS ......cocueiiiieiieeee e 16
Fund Details
Employer ConservatiVe FUNd ..........oocvviiiiiiiiie e 19
Employer Moderate FUNG ...........cooeiiiiiiie e 20
Employer AQQreSSIVE FUNG .........ooiiieiiecieeee e 21
Money Market FUN ..........cooiiiiiee e 22
SADIEVaAUE FUNG ... e 23
Bond Market INdexX FUNd. ..o 24
Conservative Premixed FUNG...........ccoooiiiniieneee e 25
Moderate PremiXed FUNG..........c.ooiiiiiiiin e 26
Aggressive PremixXed FUN ..........oooi i 27
S& P 500 Stock INeX FUNG ......cc.eviieeiiieieee e 28
Large Company Growth Stock Index Fund............ccceveviinninnn e 29
Large Company Value Stock Index FuNd ..........cccoeveeiiiiinnninneeeeee e 30
Small Company SOCK FUNd ... 31
International StOCK FUNQ ...........oooiiiiiiii s 32
Historical Investment Returns
State HiStOriCal RELUMNS........oovieiiece e A
County HiStOrical REIUMNS ........cocveeiiiiiecie e 35
Summary of Plan Assets
State Defined Contribution ASSEtS SUMMANY ......coovveieererrieesee e 33
Casn BalanCeASSEIS SUMIMANY .....cocveiiiieieeiie e et siee e nnee e 40
County Defined Contribution ASSEtS SUMMANY .......cccceevereieenineiee e 42
DCPASSELS SUMMEIY .....veiiiiieiiieeeiee ettt et se e ssee e ssee s sseesssseeesnseessnseeenes 44
Glossary
GlOSSANY ..t b e bt et e ne e 49






|INVESTMENT
BAsics






BuiLb A SEcURE RETIREMENT

by Mary Jochim
Serling Financial Advisors

Itisan unfortunate fact that many A mericans spend lesstime planning for their retirement than
planning for their vacations. All it takesisalittle time, some thoughtfulness—and a clear
understanding of the mythsthat hinder usfrom building asecureretirement. After all, your
retirement should be the best vacation of your life.

Consider thefollowing myths:

Myth#1: I'mtooyoungtoworry about retirement...
NewsFlash. Youwon't stay young. You' re never too young to make plans. You may
also think you are going to bejust a short-timer in state or county government, so why
bother. Othershave thought that too, only to surprise themsel ves some 20 or 30
yearslater that they turned out to bea*lifer” in government. Evenif you leave gov-
ernment service, it isimperative you maximize your retirement plan each and every
year, no matter whereyou work. Pay attention. Ask questions. Besides your manda-
tory retirement plan, the Defined Contribution benefit (or the more recent introduced
Cash Balance benefit), you aso have avoluntary 457 Deferred Compensation Plan
(DCP) where you can put aside extra dollars on atax deferred basis. The sooner
you begin saving for retirement, and taking advantage of offeringslikethe 457 Plan,
thelessyou'll haveto put aside. For example, if you want to have a $200,000 addi-
tional nest egg by age 65, you' Il only have to save about $26 aweek if you start at
age 35. But if youwait until you're 55 to start, you' d have to put aside $233 every
week. You can do thisthe easy way by starting now, no matter what your age.
(Both cases assume your money is invested earning a hypothetical 9% return. This example is for
illustrative purposes only and is not intended to reflect the actual performance of any security.
Investing involves risk and you may incur a profit or aloss.)

Myth#15: It'stoolatefor me. All my timeto saveisgone...
If that were true, you wouldn’t bereading this.

Myth#2: 1 won’t need muchtoliveon...
Wow. Beansand wieners. That soundslikefun! Many experts estimate that, on av-
erage, to maintain your standard of living in retirement, you’ Il need 60 to 80 % of
your pre-retirement income. And that income hasto continueto grow enoughinan
attempt to keep up with inflation. Don't just read this paragraph - do the math. How
much money will you need?

Myth#3: My kidswill take care of me...
Good luck! Thisisnot astrategy for most reasonably sane people. Most children
might want to lend their aging parents ahand, but many can’t afford to. About the
time you’'reready to retire, your children could be paying their children’s college
tuition —and saving for their own retirement. You'’ d be wise, therefore, to leave the
kids out of your plans. They will appreciateit.

Myth#4.  Social Security will take care of me...

L __________________________________________________________________________________________________________|
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What world have you been living in? 1t's unwise to expect Social Security to cover
all your costs. Depending on your incomelevel, you may find that Social Security
might replace as much as 50% to as little as 20% or less of your current income. It
isnot enough. Take amoment and visit the Social Security web site www.ssa.gov
and find out how you can get apersonalized estimate.

Myth #5 | can’t afford to put money away wherel can’t touch it for many years...
Thetruthis, you can't afford not to participate in tax deferred retirement plans!
Thank goodness your basic retirement plan is mandatory or some would not even
contribute to aplan where there was agenerous employer match, which amountsto
“freemoney,” if it meant lessmoney intheir pocket. Contributionsto the voluntary
457 Deferred Compensation Plan (DCP), aswell asvarious IRAs, ROTHs and the
like can reduce your current tax burden or provide tax-free withdrawals and
significantly improve your nest egg. In addition, taxes are also deferred on earnings,
so retirement savings have the potential to grow faster than othersdo. Sign up now!

What else should you do?

A comfortabl e retirement requires looking the facts squarely in the face—yourself inthe mirror —
and creating arealistic plan that worksfor you. Take advantage of the many educational resources
available. Attend aPersonal Planning Seminar offered by the Nebraska Public Employees
Retirement System (NPERS). Of course, thisbrief articleisno substitute for a careful analysis of
your personal circumstances. Beforeimplementing any significant tax or financial planning
strategy, contact your financial advisor, attorney or tax advisor as appropriate.

10



ComMON INVESTMENT PRINCIPLES TO LIVE BY

Perseverance. Patience. Persistence. While these words were once limited to the battle cries for
military organizationsand football teams acrossthe country, they were recently the mantrafor
investorsravaged by the latest bear market. But that particular bear market mauled so many money
maximsthat talking thetalk is certainly much easier than walking thewalk. However, thereare
common principles no matter what maxim you choose.

There are two times when peopleforget their investment principles- at the top of the market and
the bottom of the market. Keep in mind, there have been 30 bear marketsin thelast 100 yearsand
each onewas followed by arecovery. If you are an investor concerned with protecting your
portfolio in the future from more stock market volatility, below are some basic principlesthat have
stood thetest of time.

Formalizeyour goals. Aswith the achievement of any goal, commitment toitishalf the
battle. Make your dedication official by writing your goals down, both short- and long-
term. You can then check your progress by updating them annually. If not, how elsewill
you know if you’ re closeto attaining them? Remember, if you don’t know whereyou are
going, any road will get you there.

Stay balanced. Build awell-diversified portfolio using different assets classes, like
stocks, bonds, money markets, etc., and investmentsthat are designed to complement each
other and may not movein the samedirection at the sametime. Over all, your investment
portfolios, savings, retirement and taxabl e investments should be comprised of cash
equivalents, bonds, equities, real estate and tangibles. 1f you are not comfortable making
such decisions, take agood |ook at some of the pre-mixed funds offered as optionsin your
Defined Contribution benefit or the 457 Deferred Compensation Plan (DCP). These
diversified “ pre-mixed” funds do most of the work for you including rebalancing as
necessary to keep your asset allocation on target.

Reassessyour risk tolerance. Amidst market turmoil, you may realize you don’t quite
havethe stomach for volatility you originally thought. If that’sthe case, move
incrementally over time toward amore appropriate investment mix. Again, thisiswherea
well-diversified portfolio can help. It will offset instability and put you on the path toward
achieving your financial goals.

Usedollar cost averaging. Dollar cost averaging meansinvesting the same amount on a
regular basis, done over time throughout various market cycles by buying more when the
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priceislow and lesswhen the priceis high. The higher the unit price, the less unitsyour
dollar buys. Thelower the unit price, the more unitsyour dollar buys.

$2,000 Each $10,000 Lump
Price of Shares Month Buys Sum Buys

Month1  $1.80 1,111 shares 5,556 shares
Month 2  $1.20 1,667 shares _
Month3  $1.85 1,081 shares _
Month4  $1.35 1,481 shares _
Month5  $1.90 1,053 shares _

6,393 shares 5,556 shares

« The“magic” of dollar cost averaging isthat you can end up with an average purchase
price that islessthan the average price over the time period. Over the five month period
shown above, the price of shares of stock averaged $1.62 a share. However, the average
purchase price was $1.56 a share ($10,000/6,393). By investing each month, more shares
were bought when the price was |ow, fewer when the price was high, resulting in more
sharesfor your money!!

Dollar cost averaging does not insure an investor of a profit.

e Preparefor thelong haul. Therearefew guaranteesin life, but one thing you can be sure
of ismarket volatility. That’swhy it’'simportant for you to ignore the everyday ups and
downs of the market and stay focused onthelong term. Don't try to timethe market.
History showsthisisone of the worst things an investor can do because they usually don’t
doitwell. You haveto beright twicein timing the market, oncein knowing when to get
out and then, twice knowing when to get back in. Knee-jerk reactions could makethings
even worse. Remember timeis on the side of the prudent, well-diversified investor. It's
not timing the market that matters; itistimeinthe market. Peter Lynch, awell-respected
investment professional, has stated “When it's 15° below in Minnesotathey don’t panic -
they just wait until spring.” Substitute“Nebraska’ for “Minnesota” and you get the point.
That’s great advice for abear market. The bear will go back into hibernation.

12



IT'sTIME To TALK ABouT AsseT ALLOCATION

It’snot enough just to invest. You need to choose the right mix of investmentsto meet your goals.
Allocating your assets means deciding how to spread your money among the numerous options
provided. Thisappliesto the State and County Retirement Plans, the 457 Deferred Compensation
Plan (DCP), or any County’s457 plan, aswell asyour other outside investments.

For your member contributionsin the State or County Plan, Defined Contribution benefit, you have
11 different choices. State employees participating in the voluntary 457 DCP Plan (inwhich every
one should be!) have thoseidentical 11 choices. Counties havetheir own investment choices.

These areclichés, but asset allocation isall about “not putting your eggsin one basket,” “hedging

your bets,” “playing thefield” and so on. Diversify. Diversify. Diversify. Approximately 95% of
your return will come from that onedecision. (P.S. thisgets moreinteresting.)

To Diversify Using Sock Investments, You Have the Following Choices:

* LargeCompany Value Stock I ndex Fund —generally slower growing, often less
volatile, hedge against inflation

e LargeCompany Growth Sock Index Fund —faster growing, hedge against
inflation, but morevolatile

* Small Company Stock Fund —fastest growing, more* cutting edge,” hedge against
inflation but much morevolatile

e S&P500Sock Index Fund —500 largest companies, mix of growth and value,
hedge against inflation, and often lessvolatile

* International Stock Fund —divergent returnsfrom U.S. Markets, hedge against
inflation with greater volatility

For Investing in Fixed Income, You Have the Following Choices:

* Money Market Fund —Lower rates of return (followsinterest rate changes more quickly with
no negative price volatility)

» StableValueFund —Higher interest rate and no volatility (return followsinterest rate change
gradually with no negative market volatility)

* Bond Market Index Fund —Variabl e returns both positive and negative, returnsthat balance
stock returns with higher/lower returns sometimesin the opposite direction. (Returnvaries
with movesin interest rate changes quickly and ismorevolatile.)

You will find additional information later in this booklet on each of the options listed above. More

information about the terms used is available in the glossary. Please take time to study it.

L __________________________________________________________________________________________________________|
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Pre-MI1xeEp FunDs

You know that for your member contributionsyou can choose among the eight choices on pages 11
and 12, and/or thefollowing three “pre-mixed” funds. For the employer match you have asimilar
set of three choices, pre-mixed aswell, just with different names. You can think of all of these
pre-mixed funds as a cake from a bakery or acar just off the assembly line. You can select the
flavor or color but in either case, the work has been done for you and you are good to go.

Thethree pre-mixed fundsfor your employee contributions and the employer match are asfollows
(along with the all ocation percentages between fixed income funds and stock funds). For example,
in the Employer Moderate Fund, 50% will beinvested in the fixed income funds...50% in the
fundswith stock investments.

By selecting among the pre-mixed choices, you have made an asset allocation. Within that asset
alocation, each funditself isdiversified! Congratulations!

Funds Bonds/Stocks Funds Bonds/Socks
Employer Conservative Fund  75% / 25% ConservativePre-Mixed Fund  75% / 25%
Employer Moderate Fund 50% / 50% Moderate Pre-Mixed Fund 50% / 50%
Employer AggressveFund  25% / 75% AggressivePre-Mixed Fund  25% / 75%

THE BotTOM LINE

The Pre-mixed Funds automatically adjust to changing market conditions.
That isvery powerful!

Hereisan example. You selected the Aggressive Pre-Mixed Fund because you felt alarger
exposureto stockswasright for you (75%) but you still wanted somefixed incomeinvestments
(25%). Time goes by and the stock market has been very rewarding. So much so that your account
now has 83% stocks and only 17% fixed income. That's out of balance. Thefund will sell some
of the stocks (thus selling high) and invest in more fixed income (buying low).

Think of abad stock market. You are down to 60% stock, 40% in fixed income. To re-balance,
more stock will be purchased (thus buying low) and fixed income sold to return the pre-mix to
75% stock and 25% fixed income.

All without havingtothink about it. It makesbuyinglow and selling high abreeze.

14



Risk RELATED TO RETURN

¢ LowRisk Investing (Conservative Investment Model) hasless change up and down in value,
lessrisk of capital losses during any given time period, more risk of under-performance over
time, more loss of purchasing power over time, and historically lower rates of return.

¢ ModerateRisk Investing (Moderate Investing Model) has more change up and down in value,
morerisk of capital losses during difficult markets periods, lessrisk of under-performance
over time, lessrisk of loss of purchasing power, and historically higher rates of return.

¢ HighRisk Investing (Aggressive Investing Model) hasfrequent changesup and downin
value, some changes in value can be large, morerisk of capital losses over shorter periods of
time, lessrisk of under-performance over time, lessrisk of loss of purchasing power over
time, and historically the highest rates of return over time.

CONSERVATIVE INVESTING M ODEL

¢ Emphasis. Safety and Stability

¢ Retirement Horizon: 5-10 years

¢ Goal: Preservation of principal with competitive returns
¢ Risk Low

M opERATE | NVESTING M ODEL

¢ Emphasis. More stability in an “up and down” market
¢ Retirement Horizon: 10-20 years

¢ Goal: Growthand currentincome

¢ Risk: Moderate

AGGRESSIVE INVESTING M ODEL

¢ Emphasis: Build assetsand protect against inflation
¢ Retirement Horizon: 20+ years

¢ Goal: Capital appreciation

¢ Risk: High
EXAMPLESOF:

Low Risk Moderate Risk High Risk
Employer Conservative Fund Employer Moderate Fund Employer Aggressive Fund
Money Market Fund Bond Market Index Fund S& P Stock Index Fund
StableValue Fund M oderate Premixed Fund Large Company Growth Fund
Conservative Premixed Fund Large Company Value Fund

Aggressive Premixed Fund
International Stock Fund
Small Company Stock Fund

L ________________________________________________________________________________________________________|
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M oRrE oN DIVERSIFICATION

By diversifying— choosing awide variety of investments— you minimizethe volatility of your
overall account. Whileit will prevent you from being 100% right, more importantly it prevents
you from being 100% wrong. Using the eight options, you can tailor the investment mix to what
best suitsyour needs. All you needto doisstudy theinformation. Ask questions. Think about
your comfort level with risk, both market risk and inflation, yearsto retirement and other invest-
ments, just to name afew considerations.

First Investor Second Investor
Invests $10,000 onceinalump Invests $10,000 each at 5 different times
sum, invested for 25 yearsand in 5 different investments, invested for 25
earns an 8% fixed rate of return. years and earns variable rates of return.
Amount Rate of Ending Amount Rateof  Ending
Invested Return Value Invested Return Value
$10,000 8% $68,500 $2,000 -100% $0 (Totd Loss)
$2,000 0% $2,000
$2,000 5% $6,800

$2,000 10% $21,700
$2,000 15% $65,800

Total Accumulation: $68,500 Total Accumulation: $96,300
* Average Annual return

The Second I nvestor has $27,800 more in spite of losing 100% of one
investment and receiving a 0% return on the second investment.

Easy Does|T!

Would you liketo make all that alittle easier? Check out the“pre-mixed” funds on thefollowing
page. Most of the work will have been donefor you. (That’smy ideaof agood life.) By select-
ing one of the pre-mixed options, you have succeeded in that adageto “diversify, diversify,
diversify.” Plusyou’ll gain one additional advantage. But you’ll haveto read further to find out
what.

16



Y ou ARE IN CoNTROL

Somethingsare out of our control, or just “out of control.” When it comesto retirement, you
control all three of the most important factorsthat determine how much you’ll have when you
retire.

1. Sart saving. Sart savingmore. You control theamount of money you set aside each
month. The State or County Retirement Planisastart. But only astart. You'll need more
than Socia Security and your State or County retirement check. The money hasto come out
of your pocket. Start saving. Start saving more. Check out the State’s 457 Deferred
Compensation Plan (DCP) or your County’s 457 plan. It isafantastic way to saveon a
pre-tax basis. UseIRAS, Roths... just get going!

2. When you retire. Thelater your retirement is, the easier it will be to reach your goals.
3. Asset allocation. Itisthekey decision you make.

Whether you select your own asset allocation or take advantage of the selection made for
you in apre-mixed fund, get going.

If you' dliketotalk to someone about your situation, NPERS hasa contract with Serling Financial
Advisors, aregistered investment advisor, to do just that. Sterling Financial may be ableto
provide you with some of the pros and cons of variousinvestment options, market outlooks and
some guidelinesto consider. While no one can advise you what you should do, it can be very
helpful discussing your optionswith professionals. You can reach Sterling at 877-970-9300 or in
Omahaat 402-970-9300.

17



With all this concern about risk, we thought it would be
interesting to put thingsin per spective.

WHAT ARe THE ODDs...

...that you'll win the state | ottery? 1in4 million
...that you'll bekilled by aplanefalling onyou? 1in 300,000
...that you'll one day receive anew identity under

the U.S. Witness Security Program? 1in 20,000
...that you'll be killed in aplane crash? 1in 4,000
...that you'll crush afinger with ahammer thisyear? 1in 3,000
...that you have afish or shellfish allergy? 1in 1,000
...that the airlineswill lose your luggage? 1in 186
...that you'll be audited by the IRS? 1in 100
...that you'll bekilled in a car accident? 1lin42
...that your next meal will befrom McDonald’'s? 1in8
...that it’'sjust tap water when you buy bottled water? lin4

...that if you call the IRSfor tax assistance, no one
will answer your call? 1in3

...that you' l| experience back pain sometime during
the next 6 weeks? 1lin2

...that nuclear weapons are based in your state? lin2

..THAT AN INVESTMENT IN STOCKS WILL
MAKE MONEY IN ANY GIVEN YEAR? 7in 10

...that you' Il regain weight you lost by dieting? 9in 10

Source: Larry Laudan, Danger Ahead. The Risks You Really Face on Life’s Highway

___________________________________________________________________________________________________________|
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EmpPLoOYER CONSERVATIVE FUND
December 31, 2003

I nvestment Through acombination of 25%

Objective: stocks and 75% fixed income investments, thisfund isdesigned to provide a
diversified, conservative strategy with emphasis placed on fixed income to
obtain lower volatility and market risk.

Investment Style:  Thisfund consists of amixture of some of the other investment choices
availableinthe Plan. Thetarget allocation for thisfund is shownin the

chart at theright.
SSoA
Lehman S&P500 Money Russell 2000 MSCI
Performance Fund* Aggregate Index Market Stock Index EAFE
Thru 12/31/03 OneYear 102% 41% 287% 1.1% 47.3% 38.6%
ThreeYears 4.0 7.6 -4.1 24 6.3 -2.9
Five Years N/A 6.6 -0.6 3.7 7.1 -0.1

*Time-weighted rates of return, net of investment fees.

Target  Holdings

Target Allocation:  S& P 500 Stock Index Fund 16.0% 17.1%
Small Company Stock Fund 4.0 4.3
International Stock Fund 5.0 55
Bond Market Index Fund 375 36.7
Money Market Fund 37.5 36.4

PortfolioAnalysis:.  Portfolio Assets $20.3 M

For additional information, please refer to the fact sheets on theindividual
funds. S& P 500 Stock Index Fund, Small Company Stock Fund, Bond
Market Index Fund, and Money Market Fund.

Manager: S& P 500 Stock Index Fund, Bond Market Index Fund, and Money Market
Fund are managed by State Street Global Advisors, and Small Company
Stock Fund ismanaged by Dimensional Fund Advisors.

Annual
I nvestment Fee: Approximately 0.13%
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EMPLOYER M ODERATE FUND
December 31, 2003

I nvestment Through acombination of 50% stocks

Objective: and 50% fixed income investments, thisfund isdesigned to provide a
diversified, balanced strategy with the investment split equally between
equitieswith their higher expected returns and fixed income investments
with their lower volatility market risk.

Investment Syle:  Thisfund consists of amixture of some of the other investment choices
availableinthe Plan. Thetarget alocation for thisfund isshowninthe
chart at theright.

SSgA
Lehman S&P500 Money Russdl 2000 MSCI
Performance Fund®* Aggregate Index Market  StockIndex EAFE
Thru 12/31/03: OneYear 17.8% 41% 287% 1.1% 47.3% 38.6%
ThreeYears 2.9 7.6 -4.1 2.4 6.3 -2.9
Five Years N/A 6.6 -0.6 3.7 7.1 -0.1

* Time-wei ghted rates of return, net of investment fees.

Target Holdings

Target Allocation:  S& P 500 Stock Index Fund 32.0% 33.4%
Small Company Stock Fund 8.0 8.3
International Stock Fund 10.0 10.7
Bond Market Index Fund 375 35.8
Money Market Fund 125 11.8

PortfolioAnalysis:  Portfolio Assets $383.1 M

For additional information, please refer to the fact sheets on the individual
funds: S& P 500 Stock Index Fund, Small Company Stock Fund, Bond
Market Index Fund, and Money Market Fund.

Manager: S& P 500 Stock Index Fund, Bond Market Index Fund, and Money Market
Fund are managed by State Street Global Advisors, and Small Company
Stock Fund ismanaged by Dimensional Fund Advisors.

Annua
Investment Fee: Approximately 0.16%
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EMPLOYER AGGRESSIVE FuND

December 31, 2003

| nvestment
Objective:

Investment Style:

Performance

Thru 12/31/03:

Target Allocation:

PortfolioAnalysis:

Manager :

Annuadl
I nvestment Fee:

Through acombination of 75%

stocks and 25% fixed incomeinvestments, thisfund isdesigned to provide a
diversified, aggressive strategy with the emphasis placed on equitieswith
thelr higher expected returnsfor participants comfortabl e with assuming
greater market risk and volatility.

Thisfund consists of amixture of some of the other investment choices
availableinthe Plan. Thetarget allocation for thisfund is shownin the
chart at theright.

Lehman S&P500 Russell 2000 MSCI
Fund* Aggregate Index Stock Index  EAFE

OneYear 25.8% 4.1% 28.7% 47.3% 38.6%
ThreeYears 0.9 7.6 -4.1 6.3 -2.9
Five Years N/A 6.6 -0.6 7.1 -0.1

*Time-wei ghted rates of return, net of investment fees.

Target Holdings

S& P 500 Stock I ndex Fund 48.0% 48.9%
Small Company Stock Fund 12.0 12.2
International Stock Fund 15.0 15.6
Bond Market Index Fund 25.0 23.3
Portfolio Assets $49.0M

For additional information, please refer to the fact sheets on theindividual
funds: S& P 500 Stock Index Fund, Small Company Stock Fund and Bond
Market Index Fund.

S& P 500 Stock Index Fund and Bond Market Index Fund are managed by
State Street Global Advisors, and Small Company Stock Fund is managed
by Dimensional Fund Advisors.

Approximately 0.19%
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MoNEY MARKET FUND

December 31, 2003

I nvestment
Objective:

Investment Style:

Performance
Thru 12/31/03;

Quality
Diversification:

Sector Weightings:

Characteristics:

Manager :

Annual
Investment Fee:

TheMoney Market Fund seeksto maximize current incomewhile
preserving capital and liquidity through investing in adiversified portfolio
of short-term securities. The Fund’syield reflects short-term interest rates.
Contributionsto the Fund areinvested in the State Street Short-Term
[nvestment Fund.

Investments are managed conservatively by investing only in high quality,
short-term instruments such as U.S. government and agency obligations,
commercial paper, repurchase agreements, bankers acceptances, certificates
of deposit, time deposits and other fixed incomeinvestments.

3Month

Fund* USTreasury Bills
OneYear 1.1% 1.2%
Three Years 2.4 2.4
Five Years 3.7 3.6
* Time-weighted rates of return, net of investment fees.
Al+/P1 87.8%
Al/P1 12.2
A2/P1 0.0
BankersAccept., CDs 27.9% Agencies 12.1%

Commercial Paper 329  Floating RateAgencies 3.0
Floating Corp. Notes 9.5 Bank & Corporate Notes 15
Repurchase Agreements 131

Portfolio Assets $46.9B

Average Quality Al+/P1

Average Maturity 65 Days

CurrentYield 1.1%

State Street Global Advisorsis a subsidiary of State Street Bank and Trust
Company located in Boston, M assachusetts.

Approximately 0.13%
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StaBLE VALUE FunD

December 31, 2003

I nvestment
Objective:

Investment Style:

Performance
Thru 12/31/03:

Composition:

Largest Holdings:

Characteristics:

M anager :

Annual
| nvestment Fee:

Theinvestment objective of the Stable Value Fund isto preserve principal
value and earn a competitive yield. The Fund accommodates participant
withdrawal without penalty.

The Stable Value Fund investsin Guaranteed I nvestment Contracts (GICs),

Synthetic Investment Contracts (SICs), and other fixed incomeinstruments.

GlCsare depositswith GIC issuersthat feature repayment of deposits plus
interest according to a predetermined schedule. SICs are portfolios of high
quality fixed incomeinstrumentsthat are “wrapped” by issuers. SIC wraps
are designed to accommodate qualified participant withdrawals.

3 Month
Fund* US Treasury Bills
OneYear 4.9% 1.2%
ThreeYears 5.6 2.4
Five Years 6.0 3.6

* Time-weighted rates of return, net of investment fees.

GICs 27.6%
SICs 66.7

Cash Equivalents 5.7
GICs-Major Issuers

SICs(CDC, UBSand SSB) 66.7%
ProtectiveLife 5.4
SunAmericalLife 3.9
Travelers 3.6
Pacific Life 3.6
Canadal ife 35

GE Capital Assurance 24
Portfolio Assets $120.5M
Number of GIC Issuers 16
CurrentYield 4.69%

T. Rowe Price Stable Asset Management, Inc. is a subsidiary of T. Rowe
Price Associates located in Baltimore, Maryland.

Approximately 0.14%
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BonD M ARKET INDEX FuND

December 31, 2003

I nvestment
Objective:

Investment Style:

Performance
Thru 12/31/03:

Quality
Diversification:

Sector Weghtings:

Characteristics:

M anager :

Annual
| nvestment Fee:

TheBond Market Index Fund seeksto replicate the returnsand
characteristics of the Lehman BrothersAggregate Index. Contributionsto the
Fund areinvested in the State Street Global Advisors Passive Bond Market
Index Fund.

The Fund employs a passive bond index strategy that isinvestedin a
diversified portfolio and is representative of the broad bond market. Since
complete replication of the Index is not economically practical, astratified
sampling approach is employed to build the Fund portfolio. The portfolio’s
characteristics closely resembl e those of the Index.

Lehman
Fund* Aggregate | ndex

OneYear 4.1% 4.1%
ThreeYears 7.6 7.6
Five Years 6.6 6.6
* Time-weighted rates of return, net of investment fees.
AAA+ 33.7% A 10.4%
AAA 6.4 BBB 11.6
AA 2.3 MBS 35.6
Mortgage-Backed 35.59%
Government 33.66
Corporate Bonds 26.27
Commercia MBS 2.55
Asset Backed 1.67
Cash 0.26
Portfolio Assets $5.09 B
Average Quality AA+
CurrentYield 5.26%
Mod.Adj. Duration  4.49
Convexity -0.30

State Street Global Advisorsis a subsidiary of State Street Bank and Trust
Company located in Boston, M assachusetts.

Approximately 0.05%
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CoNSERVATIVE PREMIXED FUND
December 31, 2003

I nvestment Through acombination of 75% fixed

Objective: income investments and 25% stocks, thisfund isdesigned to provide a
diversified, conservative strategy with emphasis placed on fixed income to
obtain lower volatility and market risk.

Investment Style:  Thefund consistsof amixture of some of the other investment choicesavailable
inthePlan. Thetarget alocation for thisfundisshowninthe chart at theright.

SSoA

Lehman S&P500 Money Russell 2000 MSCI

Performance Fund®* Aggregate Index Market StockIndex EAFE
Thru 12/31/03 OneYear 96% 41% 287% 1.1% 47.3% 38.6%

ThreeYears 35 7.6 -4.1 24 6.3 -2.9

Five Years N/A 6.6 -0.6 3.7 7.1 -0.1

*Time-weighted rates of return, net of investment fees.

Target Holdings

Target Allocation:  S&P 500 Stock Index Fund 16.0% 17.1%
Small Company Stock Fund 4.0 4.3
International Stock Fund 5.0 55
Bond Market Index Fund 375 36.7
Money Market Fund 37.5 36.4

PortfolioAnalysis:  Portfolio Assets $1.2M

For additional information, please refer to the fact sheets on theindividual
funds. S& P 500 Stock Index Fund, Small Company Stock Fund,
International Stock Fund, Bond Market Index Fund, and Money Market
Fund.

Manager: S& P 500 Stock Index Fund, Bond Market Index Fund, and Money Market
Fund are managed by State Street Global Advisors, Small Company Stock
Fund by Dimensiona Fund Advisors, and International Stock Fund by T.
Rowe Price.

Annual
I nvestment Fee: Approximately 0.13%

27



MODERATE PREMIXED FUND

December 31, 2003

I nvestment
Objective:

Investment Style:

Performance
Thru 12/31/03:

Target Allocation:

PortfolioAnalysis:

Manager :

Annual
| nvestment Fee:

Through acombination of 50% fixed

income investments and 50% stocks, this fund is designed to provide a
diversified, balanced strategy with investment split evenly between equities
with their higher expected returns and fixed income investments with their
lower volatility and market risk.

The fund consists of amixture of some of the other investment choices
availablein the Plan. Thetarget allocation for thisfund isshownin the
chart at theright.

SSgA
Lehman S& P 500 Money
Fund* Aggregate Index Market

Russell 2000 MSCI
Stock Index EAFE

OneYear 17.3% 4.1% 28.7% 1.1% 47.3% 38.6%
ThreeYears 25 7.6 -4.1 2.4 6.3 -2.9
Five Years N/A 6.6 -0.6 3.7 7.1 -0.1
* Time-weighted rates of return, net of investment fees.
Target Holdings
S& P 500 Stock Index Fund 32.0% 33.4%
Small Company Stock Fund 8.0 8.3
International Stock Fund 10.0 10.7
Bond Market Index Fund 375 35.8
Money Market Fund 125 11.8
Portfolio Assets $40.2M

For additional information, please refer to the fact sheets on theindividual
funds:. S& P 500 Stock Index Fund, Small Company Stock Fund,
International Stock Fund, Bond Market Index Fund and Money Market
Fund,

S& P 500 Stock Index Fund, Bond Market Index Fund, and Money Market
Fund are managed by State Street Global Advisors, Small Company Stock
Fund by Dimenional Fund Advisors, and International Stock Fund by T.
Rowe Price.

Approximately 0.16%
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AGGRESSIVE PREMIXED FUND

December 31, 2003

| nvestment
Objective:

Investment Style:

Performance
Thru 12/31/03:

Target Allocation:

PortfolioAnalysis:

Manager :

Annual
I nvestment Fee:

Through acombination of 25% fixed

income investments and 75% stocks, thisfund isdesigned to provide a
diversified, aggressive strategy with the emphasis placed on equitieswith
thelr higher expected returnsfor participants assuming greater market risk
and volatility.

Thefund consists of amixture of some of the other investment choices
availableinthe Plan. Thetarget allocation for thisfund is shownin the
chart at theright.

Lehman S&P500 Russell 2000 MSCI

Fund* Aggregate Index Stock Index  EAFE
OneYear 248% 4.1%  28.7% 47.3%  38.6%
ThreeYears 0.4 7.6 -4.1 6.3 -2.9
Five Years N/A 6.6 -0.6 7.1 -0.1
*Time-wei ghted rates of return, net of investment fees.

Target Holdings

S& P 500 Stock Index Fund 48.0% 48.9%
Small Company Stock Fund 12.0 12.2
I nternational Stock Fund 15.0 15.6
Bond Market Index Fund 25.0 23.3
Portfolio Assets $7.4 M

For additional information, please refer to the fact sheets on theindividual
funds. S& P 500 Stock Index Fund, Small Company Stock Fund,
International Stock Fund and Bond Market Index Fund.

S& P 500 Stock Index Fund and Bond Market Index Fund are managed by
State Street Global Advisors, Small Company Stock Fund by Dimenional
Fund Advisors and International Stock Fund by T. Rowe Price.

Approximately 0.19%
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S& P 500 Srock INDEX FUND

December 31, 2003
I nvestment

Objective:

Investment Style:

Performance
Thru 12/31/03:

Composition:

Major Sectors:

Largest Holdings:

PortfolioAnalysis:

M anager :

Annual
| nvestment Fee:

The S& P500 Stock Index Fund seeksto replicate thereturnsand characteristics
of the S& P 500 Index. Contributions to the Fund are invested in the State
Street Global Advisors Flagship Fund.

The S& P 500 Index isabroad index comprised of 500 common stocks
representing 90 industries and over 70% of the capitalization of the U.S.
equity market. Common stocks are purchased in the same capitalization
weight asthey appear inthe S& P 500 Index.

S& P 500

Fund* Index
One Year 28.7% 28.7%
Three Years -4.1 -4.1
Five Years -0.1 -0.1
*Time-weighted rates of return, net of investment fees.
Common Stocks 98.8%
Cash Equivalents/S& P 500 Futures Contracts 1.2
Financials 20.1%
Information Technol ogy 171
Consumer Discretionary 13.7
Health Care 133
General Electric 3.0% Wal Mart 2.2%
Microsoft 29 Intel 2.0
ExxonMohbil 2.6 AlIG 1.7
Pfizer 2.6 Cisco Systems 1.6
Citigroup 24 IBM 1.6
Portfolio Assets $22.6B PriceEarningsRatio  19.5x
Number of Holdings 500 Priceto Book 3.2
Average Capitalization  $91.2B Yield 1.6%

State Street Global Advisorsisasubsidiary of State Street Bank and Trust
Company located in Boston, M assachusetts.

Approximately 0.03%
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L ARGE CompPANY GROWTH Stock INDEX FUND

December 31, 2003

| nvestment
Objective:

Investment Style:

Performance
Thru 12/31/03:

Composition:

Major Sectors:

Largest Holdings:

PortfolioAnalysis:

Manager :

Annuadl
I nvestment Fee:

The Large Company Growth Stock Index Fund seeksto replicatethereturns
and characteristics of the Russell 1000 Growth Index. Contributions to the
Fund are invested in the State Street Global Advisors Russell 1000 Growth
Index Strategy Fund.

The Russell 1000 Index representsthe largest 1,000 U.S. stocks based on
market capitalization. These stocks can further be classified as growth or
value. The Russell 1000 Growth Index consists of the sub-category with
growth characteristics. Growth characteristics consist of higher earnings
and revenue increases as well as higher price to earnings ratios and price to
book values.

Russell 1000
Fund* Growth Index

OneYear 29.4% 29.8%
ThreeYears -9.4 -9.4
Five Years -5.1** -5.1
*Time-wei ghted rates of return, net of investment fees.
** Nebraskainvestment in Fund since July 1999.
Common Stocks 98.7%

Cash Equivaents/Russell 1000 Futures Contracts 13
Technology 27.0%
Health Care 24.2
Consumer Discretionary 15.2
Industrials 13.1
General Electric 5.8% Johnson & Johnson 2.9%
Pfizer 52 Wal Mart 2.6
Microsoft 4.6 CocaCola 17
Intel 3.9 Proctor & Gamble 15
Cisco Systems 3.2 Home Depot 15
Portfolio Assets $169.5M Price/Earnings Ratio 24.0x
Number of Holdings 587 Priceto Book 4.7
Average Capitalization  $102.1B  Yield 1.0%

State Street Global Advisorsisasubsidiary of State Street Bank and Trust
Company located in Boston, M assachusetts.

Approximately 0.05%

31



L ARGE ComPANY VALUE Stock INDEX FUND

December 31, 2003

I nvestment
Objective:

Investment Style:

Performance:
Thru 12/31/03:

Composition:

Major Sectors:

Largest Holdings:

PortfolioAnalysis:

Manager :

Annual
| nvestment Fee:

TheLarge Company Value Stock Index Fund seeksto replicatethereturnsand
characteristics of the Russell 1000 Value Index. Contributionsto the Fund are
invested in the State Street Global Advisors Russell 1000 Value Index Strategy
Fund.

The Russell 1000 Index representsthe largest 1,000 U.S. stocks based on
market capitalization. These stocks can further be classified as growth or
value. The Russell 1000 Value Index consists of the sub-category with value
characteristics. Value characteristics generally consist of lower price to
earnings ratios and lower price to book valuesfor stocks currently out of
favor and/or stocks with lower forecasted growth rates.

Russell 1000

Fund* Value Index
OneYear 29.9% 30.0%
ThreeYears 1.2 1.2
Five Years 3.6** 3.6
*Time-weighted rates of return, net of investment fees.
**Nebraskainvestment in Fund since July 1999.
Common Stocks 99.0%
Cash Equivaents/Russell 1000 Futures Contracts 1.0
Financias 35.1%
Consumer Discretionary 11.8
Energy 10.2
Industrials 8.0
Exxon Mohil 5.1% Chevron Texaco 1.7%
Citigroup 4.7 SBC 1.6
BankAmerica 2.3 Altria 1.6
Verizon 18 TimeWarner 15
WEells Fargo 1.7 IBM 1.4
Portfolio Assets $474.6M Price/EarningsRatio  15.9x
Number of Holdings 733 Priceto Book 2.3X
Average Capitalization $62.5B Yield 2.3%

State Street Global Advisorsisasubsidiary of State Street Bank and Trust
Company located in Boston, M assachusetts.

Approximately 0.05%



SvaLL CompPany Stock Funp

December 31, 2003

I nvestment
Objective:

Investment Style:

Performance:
Thru 12/31/03:

Composition:

Major Sectors:

Largest Holdings:

PortfolioAnalysis:

Manager :

Annual
I nvestment Fee:

The Small Company Stock Fund's primary objectiveis capital appreciation

through investment in domestic common stockswith small capitalization. This
Fund in isolation involves high risk/reward characteristics. However, when
used as a part of an overall investment plan, it provides additional
diversification benefits. Contributions to the Fund are invested in the DFA
Small Company Portfolio.

ThisFund isfocused on capturing the returns and diversification benefits of
abroad cross-section of small U.S. companies. Equities purchased
represent the smallest 8% of companies|isted on the New York Stock
Exchange, the NASDA Q National Market System and the American Stock
Exchange combined (based on market capitalization).

Russell 2000

Fund* Stock Index
OneYear 51.4% 47.3%
Three Years 11.2 6.3
Five Years 12.2 7.1
*Time-weighted rates of return, net of investment fees.
Common Stocks 98.3%
Cash Equivalents 17
Non-Durables 23.0%
Business Equipment 16.4
Business Services 13.8
Financial 135
National Processing 0.18%  ArchCoa 0.15%
Protein Design 0.17 Activision 0.15
On Semiconduct 0.17 Crown Holdings 0.15
Yellow Roadway 0.15 Copart 0.15
Massey Energy 0.15 PatinaCod 0.14
Portfolio Assets $1,520 M Price/Earnings Ratio 20.9x
Number of Holdings 3,248 Priceto Book 2.13x
Average Capitalization $838 M Yield 0.62%

Dimensional Fund Advisorsislocated in Santa Monica, California.

Approximately 0.42%



| NTERNATIONAL Stock FunD
December 31, 2003

I nvestment ThelInternationa Stock Fund seekslong-term growth of capital through

Objective: investment primarily in stocks of established companies based outside the
United States. Contributions to the Fund are invested in the T. Rowe Price
Foreign Equity Fund.

Investment Syle:  The Fund employsablend of fundamentally based individual stock
selection and general economic analysis of world economiesto determine
the relative attractiveness of various companies, sectors, and countries for
portfolio construction.

MSCI EAFE
Performance Fund* Index
Thru 12/31/03: OneYear 31.7% 38.6%
ThreeYears -5.2 -2.9
Five Years -0.9 -0.1
*Time-weighted rates of return, net of investment fees.
Country Europe (ex-UK) 45.2%  Americas 2.7%
Diverdification: UK 24.3 Middle East 0.1
Japan 184 Reserves 12
Pacific (ex-Japan) 8.1
Major Sectors: Financials 23.4%  Energy 7.6
Consumer Discretionary 18.3 Industrials 75
Telecommunications 104 Information Technology 7.2
Health Care 9.5 Materials 4.0
Consumer Staples 9.3 Utilities 16
Largest Holdings.  GlaxoSmithKline 3.4% BNP Paribas 1.8%
Total 3.0 Compass 15
Vodaphone Group 2.9 Adecco 15
Royal Bank of Scotland 24 Shell T& T/Royal Dutch 1.4
Nestle 2.1 RioTinto 14
PortfolioAnalysis:  Portfolio Assets $1.0B P/E Ratio 17.3x
Number of Holdings 198 Number of Countries 29
Average Capitalization $29.36B  Emerging Markets 7.9%
Manager: T. Rowe Price International, Inc. isasubsidiary of T. Rowe Price

Associates |ocated in Baltimore, Maryland.

Annua
Investment Fee: Approximately 0.77%

___________________________________________________________________________________________________________|
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STATE OF NEBRASKA ENMP|

Contrac
Defined C

Summary of Assets fi

Beginning Balance

Fund Name 01/01/03 Deposits Withdraw
Emplover Conservative Fun: $35,772,275.34 $1,530,716.08 ($1,863 .4
Emplover Aggressive Fund $31,543,688.17 $4,188,997.70 ($771,8
Emplover Moderate Fund $364,945,778.07 $19.116,118.48 ($9.875,5
Stable Fund $140,483,606.53 $4,431,046.99 ($4,567,5
Money Market Fund $2,527,738.10 $219,140.89 ($279,5
S & P 500 Stock Index $69,297,437.90 $5,553,134.48 (81,695,
Small Co. Stock Fund $7,064,554.91 $953,500.42 (8150,
International Stock Fund $3,475,821.98 $477,483.25 (8121,
Bond Market Index $7,641,826.99 $459,404.21 ($189,7
Lg. Co. Growth Stock Index $5,607,811.22 $857,755.13 ($167,3
Lg. Co. Value Stock Index $3.753,609.59 $550,745.02 ($135,0
Conservative Premixed Fun: $799.605.16 $126,092.61 ($36,2
Aggressive Premixed Fund $3,469,424.74 $615,860.86 ($96.,0
Moderate Premixed Fund $31,420,582.18 $1,682,099.88 ($705,%
Total Fund $707,803,760.88 $40,762,096.00 ($20,635,2

38



LOYEES RETIREMENT PLAN
t 3310-01

ontribution

or 01/01/03 to 12/31/03

Net

Earnings

Ending Balance

12/31/2003

$1,589,929.04
$7,981,812.07
$46,270,140.72
$4,063,858.18
$12,454.02
$16,248,597.55
$3,596,990.94
$1,143,231.93
$145,244.63
$1.570,500.20
$1,183,942.27
$48,172.16
$793,680.58

$3,895,714.09

$16,847,225.38
$42,384,482.64
$309,855,892.40
$86,773,599.98
$1,100,403.37
$74,834,114.42
$12,036,278.79
$5,261,127.95
$2,948,619.50
$7,445,829.62
$5,968,512.01
$560,780.74
$4,330,516.56

$26,885,263.42

Net

als Transfers Expenses

41.63) ($19,788,409.35) ($393,844.08)
61.17) ($533,848.735) ($24,605.38)
03.61) ($110,195,371.83) ($4035,269.43)
36.14) ($57,588,036.90) ($49,338.68)
22.38) ($1,377,727.92) ($1,679.34)
20.13) ($14,536,528.10) ($33,007.28)
60.51) $577,758.94 ($6,265.61)
71.75) $288,839.55 ($2,677.01)
81.56) ($5,105,093.96) ($2,980.81)
98.14) ($418,401.13) ($4,437.66)
54.86) $618,149.00 ($2,849.01)
43.90) ($375,883.10) (3962.19)
62.26) ($448,334.90) ($4,052.46)
00.71) ($9,394,495.80) ($12,836.22)
§9.07) ($218,277,384.23) ($944,805.16)

$88,544,268.38
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$397,232,646.78



STATE OF NEBRASKA EMPLQ
Contract 3
Cash Bal

Summary of Assets for

Beginning Balance
Fund Name 01/01/03 Deposits Withdrawals
Cash Balance Fund $0.00 $18,375,769.78 (37,893,724
Total Fund $0.00 $18,375,769.78 (87,893,724

NEBRASKA COUNTY EMPLO
Contract 3
Cash Bal

Summary of Assets for

Beginning Balance
Fund Name 01/01/03 Deposits Withdrawals

Cash Balance Fund $0.00 $6.610,694.41 ($3,060,816.6:

Total Fund $0.00 $6.610,694.41 ($3,060,816.6!



YEES RETIREMENT PLAN
310-01
ance

01/01/03 to 12/31/03

Net Net Ending Balance
; Transfers Expenses Earnings 12/31/2003

.86)  $218,277,384.25  ($112,189.31)  $11,137,024.99 $239,784,264.85

86)  $218,277,384.25 ($112,189.31) $11,137,024.99 $239,784,264.85

YEES RETIREMENT PLAN
135-01
ance

11/01/03 to 12/31/03

Net Net Ending Balance
Transfers Expenses Earnings 12/31/03

v) $58,326,074.29 ($56,988.27)  $2,982,901.56 $64,801,865.34

3) $58,326,074.29 (3$56,988.27)  $2,982,901.56 $64,801,865.34



NEBRASKA COUNTY EM

Cont

Defined

Summary of Assel

Beginning Balance

Fund Name 010103 Deposits Wil
Employer Conservative Fun £7.400,177.55 $556,599.92 (!
Employer Aggressive Fund £4,860,328.52 £954,990.60 (!
Employer Moderate Fund $91,567,357.00 £5,441,056.65 (33
Stable Fund §34.363,240.29 £1,339.897.15 (51
Money Market Fund £499,156.88 £98,275.60
5 & P 500 Stock Index 517,659,876.83 £1,566,845.97 (
Small Co. Stock Fund £1,432,785.33 £241,524.82
International Stock Fund $608,081.41 $£115.473.04
Bond Market Index £1,568,193.30 £130,357.30
Lg. Co. Growth Stock Index £1,068,702.33 £229,853.61
Lg. Co. Value Stock Index £677,992.30 £137,687.59
Conservative Premixed Fund £165,365.69 $54,057.47
Aggressive Premixed Fond £748,154.78 £239.942.36
Moderaie Premixed Fund £9.024,775.19 £585,702.50 i
Total Fund $171,674,250.40 $11,725,264.61 (87
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[PLOYEES RETIREMENT PLAN
ract 3135-01

1 Contribution

5 for 01/01/03 to 12/31/03

Net Net Ending Balance

hdrawals Transfers Expenses Earnings 12/31/03

b347,505.65)  (54,356,680.03) (350,093.60) $336,777.49 £3.509,275.68
£179,695.02) ($115,719.60) (5§7,817.85) $1,234.161.15 $6,776,247.83
J06,733.80)  ($30,112,123.42) ($146,956.958) $11.050,466.74 $73.593,066.22
S02,221.77)  ($14,194,576.96) (320,040.9%) $9582.823.65 $£20.878,821.38
($25,127.23) ($195,989.97) ($1,201.18) $3,533.1 $372,677.31
p258,121.65)  (54,808,073.51) ($14,154.07) £3.826,306.75 $17.702,650.32
[369,626.44) ($£56,740.98) (5$2,416.9%) $644.699.05 $£2,190,224.80
($28,252.95) ($11,787.02) (51,061.03) $153,295.87 $568,749.32
($54,833.92) (5971,314.14) (51,261.18) §33,509.14 $674,650.50
($48,071.47) {§139,546.13) ($1,778.36) $283,359.26 $1.392,249.24
(§15,110.40) $33,657.63 (51,143.02) $209,596.64 $1,042,650.74
(§15,991.97) (£39,375.60) (§581.18) 511,459.83 $174,934.24
($17.272.70) (5204,485.61) ($2,260.20) $165,551.65 £929.690.25
L400,853.89)  (53,149,707.64) (56,570.53) $1,027,021.63 $7,080,367.26

,292,418.86)

($58,326,065.98)

($247,367.14)

$19,992,622.09
43

$137.4%6,285.12



STATE OF NEBRASKA EMF

Contra
Defined ¢
Summary of Assets |

Beginning Balance
Fund Name 010103 Deposits Withdran
Employver Conservative Fun: $35,772.275.34 £1,530,716.08 (£1,863,
Emplover Aggressive Fund £31.543,6858.17 £4,188,997.70 ($771,
Emplover Moderate Fund £364,945,775.07 $19,116,115.45% (5£9,875,
Stable Fund $140,483,606.53 $4,431,046.99 ($4,567,
Money Market Fund §2,527,735.10 £219,140.59 ($279,
5 & P 500 Stock Index $69,297,437.90 £5,553,134.458 (51,695,
Small Co. Stock Fund $7,064,554.91 $953,500.42 ($150,
International Stock Fund §3,475,521.98 $477,4583.25 ($121,
Bond Market Index §7.641,526.99 $459.404.21 ($159,
Lg. Co. Growth Stock Index £5,607,511.22 £857,755.13 (167,
Lg. Co. Value Stock Index $3,753,609.59 $550,745.02 ($135,
Conservative Premixed Fum £799,605.16 $126,092.61 ($36,
Aggressive Premixed Fund $3,469,424.74 $615,560.56 (596,
Maoderate Premixed Fund £31,420,582.18 £1.652,099.88 (£705,
Total Fund $£707.803,760.58 §40,762,096.00 ($20,655,



'LOYEES RETIREMENT PLAN

ct 3310-01

“ontribution

or 01/01/03 to 12/31/03

Net Net Ending Balance

vals Translers Expenses Earnings 12/31/2003

141.65)  ($19,785,409.35)  ($393.544.08) $1,5589,929.04 $16,847,225.38
561.17) ($533.545.75) ($24.605.35) $7.951,812.07 §42,354,482.64
S03.61)  ($110,195,371.53) (£405,269.43)  $46,270,140.72 $309,855,592.40
=36.14) (557,55%,036.90) ($49,338.68) $4,063,855.18 556,773,599.95
522.38) ($1,377,727.92) (§1,679.34) §12,454.02 $1,100,403.37
520.13) (514,536,525.10) ($33,007.25)  $16,248,597.55 574,834,114.42
260.51) $577,758.94 (56,265.61) $3,596,990.94 512,036,275.79
571.75) $258,5839.55 ($2,677.01) $1.143,231.93 $5,261,127.95
781.56) (£5,105,093.96) (52,980.51) $145,244.63 $2,945,619.50
395.14) ($415,401.13) (54,437.66) $1,570,500.20 T.445,829.62
054.56) $61%,149.00 ($2,549.01) $1,183,942.27 $5,96%,512.01
243.90) (£375,883.10) (5962.19) 548,172.16 £560,780.74
062.26) ($445,334.90) (54,052.46) $793,650.58 $4,330,516.56
500,71) ($9,394,495 80) ($12,836.22) $3,595,714.09 $26,885,263.42
259.07)  ($218,277,384.25)  ($944.805.16)  $88,544,265.38 $597,232,646.78
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GLOSsARY

Aggressive—An investment strategy characterized by awillingnessto accept above-average risk
in pursuit of above-average returns. Usually favors stocks over bonds, especially stocks of rapidly
growing companies.

Asset —Any item of economic value. Examples are cash, stocks, bonds, U.S. Treasury notes,
accountsreceivable, inventory, office equipment, ahouse, acar, and other property.

Asset Allocation — The process of dividing investments among different kinds of assets, such as
stocks, bonds, real estate and cash, to optimize the risk/reward tradeoff based on an individual’s
specific situation and goals. Often more conservative investments (less volatity - lower returns) to
bal ance more aggressive investments (more volatility - morereturns.)

Balanced Fund —A mutual fund that buys acombination of common stocks, preferred stocks,
bonds, and short-term bonds, to provide both income and capital appreciation while avoiding
excessive risk.

Banker sAcceptances- A short-term credit investment which is created by anon-financial firm
and whose payment isguaranteed by abank. These may often offer ahigher rate of return.

Bear Market —A prolonged period of falling prices, usually by 20% or more, accompanied by
widespread pessimism.

Benchmar k —A standard, areference point used for comparison. For example, many stock funds
are compared to the performance of the S& P 500. Bond funds are compared to abond index.

Book Value—A company’s common stock equity asit appears on abalance sheet, equal to total
assets minus liabilities, preferred stock, and intangible assets such as goodwill. Also, the value of
an asset asit appears on a balance sheet, equal to cost minus accumulated depreciation. Book
value often differs substantially from market price, especially in knowledge industries such as
high-tech.

Bull Market —A prolonged period of rising prices, usualy by 20% or more accompanied by wide
spread optimism.

Bonds - A debt security issued for aperiod of more than one year with the purpose of raising
money by borrowing. The Federal government, states, cities, corporations, and many other types of
institutions sell bondsto raise money. A bond isapromiseto repay the principal along with
interest on a specified date (maturity).

Capital — Combination of liquid and fixed assets available to operate a business.

o1



Cash Equivalents—Highly liquid, very safeinvestments which can be easily converted into cash,
such as Treasury Billsand money market funds.

Certificatesof Deposit (CD) — Short or medium term, interest-bearing, FDIC-insured investments
offered by banks, savings and loans, and can be purchased through a brokerage firm. CDs offer
higher rates of return than most liquid investments, in exchangefor tying up invested money for the
duration of the certificate’s maturity. Money removed before maturity is subject to apenalty. CDs
arelow risk, low return investments, and are also known as *time deposits’, because the account
holder has agreed to keep the money in the account for a specified amount of time, anywherefrom
threemonthsto six years.

Commer cial Paper —An unsecured obligation issued by acorporation or bank to financeits short-
term credit needs, such as accountsreceivable and inventory. Maturitiestypically rangefrom 2to
50 days.

Corporate Bonds—A bond issued by a corporation; acorporation borrowing money with the
promiseto pay back typically at ahigher interest rate.

Diversified —Aninvestment issaid to be “diversified” if it ownsanumber of different
investments or asset classes, in order to spread risk.

Dollar Cost Aver aging—An investment strategy designed to reduce volatility in which securities,
typically mutual funds, are purchased in fixed dollar amounts at regular intervals, regardless of
what direction the market ismoving.

Equities— Same as stock; indicates ownership, i.e. equity in your home —or equity shares (stock)
inacompany.

Fixed Income—A security that paysaspecificinterest rate, such asabond, money market
instrument, or preferred stock.

Growth Sock — Stock of acompany which isgrowing earnings and/or revenue faster than its
industry or the overall market. Such companies usually pay little or no dividends, preferring to use
theincomeinstead to finance further expansion.

Guaranteed I nvestment Contracts (GI C) — Debt instrument issued by an insurance company,
usually in alarge denomination, and often bought for retirement plans. Theinterest rate paidis
guaranteed, but the principal isnot.

IRA —AnIndividual Retirement Account that permitsindividualsto set aside up to $3,000 per
year, with earnings tax-deferred until withdrawals begin at age 592 (earlier with a 10% penalty)
or later. Individuals who are at age 50 or older can set aside up to $3,500 a year. Only those who
do not participate in a pension plan at work or who do participate and meet certain income
guidelines can make deductible contributionsto an IRA. All others can make contributionsto an
IRA on anon-deductible basis. Annual distributions must start at age 70%%.

|
52



I nflation — The overall general upward price movement of goods and servicesin an economy,
usually as measured by the Consumer Price Index and the Producer Price Index.

Liquidity —Theability of aninvestment asset to be converted into cash quickly.

Market Risk —Risk which iscommon to an entire class of assets. Risk that cannot be eliminated
by diversification.

Passive Bond —Bond whichisissued at lessthan full face value, pays no interest until maturity,
but at maturity isredeemed at itsfull face value, such as Series E Bonds or Zero Coupon Bonds.

Performance— Theresults of activities of an organization or investment over agiven period of
time.

Portfolio—A collection of investments all owned by the sameindividual or organization.

Preferred Stock — Capital stock which provides a specific fixed dividend that is paid before any
dividends are paid to common stock holders, and which takes precedence over common stock in
the event of liquidation.

Preservation of Capital —A conservative investment strategy characterized by adesireto avoid
risk of loss of municipal. Does not protect against purchasing power loss.

Priceto Earnings Ratio—The most common measure of how expensive astock is. Equivalently,
the cost an investor must pay in agiven stock per dollar of current annual earnings. For example, a
stock selling at $12 a share that has earnings of $1 per share will have a price to earnings ratio
(P/E) of 12 timesearnings. Another way tolook at it is, you are paying $12 to receive $1 of
expected earnings.

Purchasing Power —The value of money, as measured by the quantity and quality of productsand
servicesit can buy, frequently related asthe Consumer Price Index (CPI).

Repurchase Agreements—A contract in which the seller of debt securities, usually Treasury
Bills, agreesto buy them back at a specified time and price.

Risk Tolerance—Aninvestor’s ability to handle declinesin the value of his/her portfolio while
waiting for them to increase.

Roth IRA —A new type of IRA, established in the Taxpayer Relief Act of 1997, which allows
taxpayersto save for retirement while allowing the savings to grow tax-free but withdrawals,
subject to certain rules, are not taxed at all. Contributions are made after tax. Withdrawals of
principal and earnings aretax free. Maximum annual contributions are $3,000 per year and phasing
up to $4,000 per year in 2005 and $5,000 in 2008.
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Security —Aninvestment instrument, other than an insurance policy or fixed annuity, issued by a
corporation, government, or other organi zation which offers evidence of debt (borrowing) or
equity (ownership).

Short-term —Usually oneyear or less.
Sability —Absence of volatility; usually desirable, compared to the market asawhole.

Synthetic Investment Contract —A variety of stable value products which substitutefor GICsin
defined contribution plans and offer book val ue participant withdrawals. The contract includes an
asset ownership component and some form of book value “wrap,” maintaining participant accounts
at book value. The assets backing the contract, usually high-grade securities, are owned by the
plan and held in atrust account or custody account for the plan. The plan sponsor relieson the
credit of the wrap issuer to support the book value guarantee.

Tax Deferred —Income whose taxes and earnings can be postponed until alater date. Examples
include IRASs, 401(k)s, Keogh Plans, annuities and Savings Bonds.

Time Deposits— Savings account or CD held inafinancial institution, usually abank, for afixed
term or with the understanding that the customer can withdraw only by giving advanced notice.

Under Performance—Aninvestment whosereturn hastrailed that of other similar investmentsas
measured by abenchmark.

Value Sock —A stock that may represent an older company, with steadier growth of earning.
Often these companies do not need to reinvest all of the earnings back into the company so they pay
the shareholders a cash dividend. Value stockstypically sell at lower pricesin relation to their
earningsthan do growth stocks.

Volatility — Therelative rate at which the price of a security moves up and down.

Wrap Contract —A contract that guarantees principal and accumulated interest, payment of an
interest rate for a specified period of time, and participant-initiated withdrawal s and transfers at
facevaue. In synthetic GICs, the selection of the wrap provider is generally made separately
from the selection of the investment management servicesfor the underlying assets.

Yield — Theannual rate of return on an investment, expressed as a percentage. For bonds and notes,
it isthe amount paid divided by the market price. For securities, it isthe annual dividends divided

by the purchaseprice.  Example: Annual Dividend $ 1.00
Price of Stock + $12.00
Yields 1.2%

Another example of yield isthe interest on abank certificate of deposit. If you deposit $1,000 and
oneyear later your C.D. isworth $1,200, your yield or rate of return was 2%.



